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The Entrepreneurship Training Components are based on
information frommany sources. Special acknowledgement
is due the Small Business Management and Ownership °
materials designed and tested by CRC Education ang
Human Development, Inc. for the U.S. Office-of-Educa-
tion's Bureau of Occupational and Adult Education.
Special thanks are owed the entrepreneurs who shared their
experiences during the prepyration of this module.
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4 CINTRODUCTION . & ,
e o - . . .

- .

S
How are ’you
school?
A

goiné to use your job skills,éfter you finish .
L
2

Have you ever- thought about starting your own inn?

, - -~ AY
4 . .
S .. ,
. This module describes people who have started and managed
: inns. Tt gives you an idea of what they .do and some of the e .

special skills®they need.
) You will read about- . . : ’ s
. planning an inn .
choosing a location , 'y
getting money to start ' :
being. in charge . ) .
keeping track of supplies and schedulgs
1S T setting prices
‘ advertising and selling
' . keeping financial records 3 .
: keeping youy business successful ’
You will also have a chance to practice some of the things
that iankeepers do. . ‘

Then you will have a better idea of whether a career as 4n \
% innkeeper is for you. .\
Before you read this module, you might want to study
Module 1, Getting Down to Business: What's It All About?.
. ' -
When you finish this module, you might want to read A
Module 9, Getting Down to Business: Travel Agency;
- Module 12, Getting Down to Business: Business and
. Perdonal Service; : .
Module 22, Getting Down to Business: . Restgurant .
Y Business. h
These mSHules are related to other retail businesses. !
- v " - .
t‘*{ - . o
> T v, . ’ ’.
. ’ ¢
N\ e -
@) —
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- UNIT 1 | a

"

. Planning an Inn -

.
-

To help you plan your inn.

¢

ObJectlve 1: Describe the services, guests, and
coppetltlon of an inn.

Objective 2: List three personal qualities an
innkeeper or owner might have.

ObJectlve "3% . List fthree FPlngS an 1nnkeeper can do
to make an inn special and make 1t "stand out.
from the crowd."

Y .

Objective 4 * List two of the legal requ;rements you
might have to consider before opening.

sf
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_sold to a contractor who' planned

THE BED AND BREAKFAST NN

NG~
‘ e -
Jerry and Lynn Campbell.had complementary interests and
careers; Jerry was an interior architect, while Lymn
designed faghion clothes far women. They lived in a resi-
dential section of San Francisco, not far from the dqowntown
area and~only a short cable car ride to the wharf.

~N

They 'learned that one of the older and more run-down
Victorian buildings in thé neighbzphood was about to be )

¢ o tear down the building,
and replace it with' profitable condodiniums. With the
belief and faith of true crusaders, they decided that they
could not.,allow this to happen. Jerry and Lymn decided. to
buy the house themselves.

At *first they thouglit they could save money by running
their own business from the house. Butx the house needed
too many repairs. It was a big three-story, 20-room hou
(with servants' quarters) built in "an elegant Victorian
Colonial style-—a house that people often stopped\to
admire. Jerry and Lynn found out that the neighborhood
zoning laws allowed them to Qpen a small hotel. And they
really heeded the money to help make those payments!

J

[y

"Today the Bed and Breakfast Inn consists of 10 elegant
rooms on the *first two floors of the house; the, thirgd floor
is kept as Jerry and Lynn's living area and Lydn's work
spacé. Original stained glass windows delight the eye. .
Each-room is decorated with period furniture; 'sdme rooms.
have private baths. Continental breakfasts are served in
the guests' rooms, and.aech evening Jerry and Lynn serve
wine in the library. o - . . .

N . "

Jerry and Lynn have gone out of their way to create 2
casual, guiet, and private atmosphere for their inn. Guests
have ‘their own keys and can come and> go as they pleage.
Guests will tell you that the charm and comfort of this inn
provide an unforgettable experience. =

. . , ’

"o -can't believe what'we fell into just because we
liked Victorian houses. We're both very private people, so
‘at first we were really netvoys about letting strafgers.in-
to our wonderful dream house. But you know, the greatest
thing about rungfing an . inn is the people-—meeting people
whd‘appreciateﬁ e same things we really care about."

-

T

i0
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What is an Inn?
. \

Inns are small; independent hotels. Some peoplg claim that hotels
and motels have become more efficient but also more impersonal and’

a
cold. They look for small hotéls and inns where the manager/innkeeper

.will remember their names, where each room has its own style, and where
- 4

~

the atmosphere is casual, private, and perhaps a bit elegant.. Often the
. » R 7’ * ~
owner lives in the same building. Running’an inn, then, becomes a way

-

of sharjing your home with other people and making a business of it at

the same time. . *

.

Is There Room for You?” -

- -

As an innkeeper, you are selling comfort and hospitality--not just a

place to sleep. Larger hotels and motels may be able to offer many more

services and features than a small inQ, but the personal touch is often

-

lost-—and missed by the guests. Guests appreciate the personal con- .

tact., It adds to their feelings of importance. Knowing that youf inn
has a friendly atmosphere, they probably will stop on their next trip.

What is more, they will recommend your inn'to their friemds. .
» \ . -

+
’

v

* ~

Are You the Type?

>
~

-
.

Before you Spsh off to see about opening an inn, stop and take a
good .look at yourself. 1Is ‘this really the type of business you want to
get into? Do_yoﬁ have the right skills and experiences, or do you need

“training in some area? Running an inh is a full<time job that’ demands

. * %
.
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.sures.

" both host (ot hostess) and business manager.

-many serious mistakes®

1f you run an inn out of your house, you mgy not 11ke fhe lack of

physical strength and stamina. It demands béing able tg handle pres-

It “requires an aggressive approach to profit making. Innkeeping °

is a 24- hour a-day JOb with no days off. You must play the roles of . °
[} * -

. . ' ) ' :

<
3 ' - ’ ( A ’
Experience . - L . .§§,ﬂ
. i . o X ol
You can get a lot of the experience you need to open an inn by, .

-

working in a hotel or motel. 1f ou do this; it will help you avoid -

Besides’ SupervisingAEMployees (and "you will need
some help to run an inn), an- innkeeper keeps records and'hsf many daily

responsibilities, ¥You will oversee or work on the properfy, ‘the grounds,

. . ~ ] .
and the rooms. You must supervise any gervices such as housekeep1n§¢( .

breakfast and coffee, travel arrangements, and pet sérg}ces.

v N \ - . -

. Ve

* v . g

In addltlon to-~work experlence, a course’ in hotel administration
]
wouId be helpful. Manégement and Superv1sory training is also available

tlirough home study or g;oup study coursesq Courses are offered by the

Educational Instltute of the American Hotel and Motel Agsociagtion and -

through the Small;Business-Administration'(SBA) management traiding

7 -
-

L
. program. ~ . ' '

>

Persond¥ Qualities"

. .

. \
Even lﬁvyou have the sk111s and expefienge to run an 1nn, you max

not like it. Yoq may not lLike hav1ng to deal constantly with people,

even on those ‘days when you've gotten up on the 6rong 81de of the bed.

Yo

privacy that comes w1th having people--your guests--ln your house.

>

you may not like the bus1ness aspects-—bookkeeplng, managlng employees,

etc. You may prefer to be worklng for, someone else.
v Y -

+

Or. - &b
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Service Is the Name of the Game

\
’ .
. . . v ~

L

People will come to your inn if you have something special to
- A s

.

offer. Here is a list of some of 'the special services that some inns
offer: \
| . © ‘ .
e continental breakfast, served in the guests' rooms 'or in the

e diﬁing rooms, including freshly .squeezed o}ange juice;
e an invitation to relax and enjoy free wine and hors d'oeuvres in
the late afternoon with the ind~staff; - .
° fresh cut flswers and plants in the lobbies and guests' rooms;
° comﬁlimentary robes if two guestrooms share a common bathroom;

. coffee and tea service, available at all hours;
» —— . . [P
e parking service; and facilities;
N e s -

e - the uniqueness of the house's decorqﬁnd architecture; and
e  arrwggements £6r the-convenience of the guests——-a cars, theatre

tickets, a bouquet of flowers, a tour, a stemographer, or a
Y s . . ‘\

picnic. g

. . ; o

See what other hotels,and.motels ace doing and decide how you can be

the "right" inn for your area and customefs.

Getting People to Come Back: to You

People who enjoy staying' at youf‘igp‘will come back and send their

friends. What will help them enjoy your”inn?

. . a

.y .

— @

"7 You have: to give your guests prompt and efficient service. Any

busiqess that offers a servicé‘fgrgeople must give good.service to get
}eOple to come back. Deal with any complaint, no matter how small.
Rooms , beas, and bathrooms should be neat and clean. These atre the
basics. '

.

If a gdest complains or makes a request, do sohething about itlat
oncéd., Thefst important thing to remember in the inn business is that
these peopYe are your guests as well as your cultomers.

s 135

ey,
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* You’ have to be nyce about 1t. Serve your guests with a smile. You

are.in the hospltalfty busine'ss. Being thoughtful and considerate is

Ithe.key to getting people to come back to you.

°

. A=,
~ Legal Requirements . = -

s
~

’ ) ¢ . : .
fThe legal requiremerts for opening and running an inn will depend on

. § : . . . : o
your location, ‘the number of rooms in your inn, and the types of services
r .

. . . s . : 3
you provide. Contact~the zoning department ofyour city or county to

make sure 'that your location is zoned for your bus1ness. Thege may be

h

~zomning restrlctt7ns about running an “inn or a hotel in ya;r neighbor-
hood.. Some citiles reduire business licenses just to open. You may have
4 7 .
to file a "fictitious name statement" with the county' Since the name
B
of thé'bus1ness may not have your name in 1t, this is a statement ©
te111ng‘who the owner is. If you are going to provide your guests with

some Kind_of food service, you will have to follow federal and state

L 4

health "and safety laws. .If you serve alcoholy you will be required to

get a lhquor license. . .Y - » e
.. ' s

There are also requirements to meet if you-hire employees. You'will
have to file with the IRS for an employer identification number for your
“tax forms. You may also need unemploymen& 1nshrance, disability

£ 3

4 - . -

>

© . & .4

. 4 .
1nsurance,/ﬂhd workman's compepsatlon 1nsurance. .

Summary o T ‘ s . v
Innkeeping #is a'?isky business to get into. Make sure you have the
right personality and knbw enough about the business‘and your competi-

. tion before yéu stert.owYou can g1ve yourself a "competitive edge"
tﬁrough the special serv1ces yoy offer. There are many legal require-
ments for operatlng an inn. But ‘don't let this stop you. Careful )

planning w111 help you ay01d many problems. :

Ll
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. Learning Activities

N - w -
Individual ‘Acfivities ' s -

. . N

)

. AN ae

* . . . » .
. »

- '

1. Make a list of theé pérsonal qualities you should have in order a2

L T .
. open an 1nn. ‘ ’
. * i ’ . " ) . - .

. - 3 N . . . * ; *
\ . 2. List ways to get experience and training as an innkeeper before you
open your own business. .

. v

- 3. Think of the inns, motels, and hotels you have stayed in. Describe

o
Y

- . ,
the servicet they provided that made them memorable.

v
- . -

* 4, Call your state and county licensing agency. Ask about the legal

\d AY

\ ' requirements for, opening and rumning an inn., Make a list of these
. . e’ )

) requirements and report {o the claséfon what you have learned.

. ‘ . Q

<, et ‘Q ’ . ' A :;"
! ) . . - . :
Discussion Question . S\

¢

. a

List ways you can make your inn "stand out from the crowd." ‘How
. . » ‘ -

B hard: do you think‘it will be to carry through with these decisions?

4 ~

Group Activity.

' -
~ a s . ™

Invite an owner of an inn or small hotel to speak to your class.

What questions would you like him or her to answer? Write down a list

i ]
. .

for you, - -y o » N
1 4

. .15
. . L
g \ o S

-

of at least 15 questions that would heip you decide if this business igl

“i
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. L
Y v ' ’
Choosing a Location .
Ll
L ’ . * ) -
! Goal: To help you choose a good location for your inn.
9 - . . : i .
Objective 1: L#st three things to ‘think about in
deciding where to locate your inm.
! .
Objective 2: Pick the best location for an inn. > S
. Tt
* Objective 3: Decide whether your city or town would
. ' be a good leocation for an imm.
® R - |
. 4 | ‘ :
A\J’ a a
) ~/
w ! . 4
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JERRY AND LYNﬂréRE IN THE RIGHT SPOT

Jerry and Lynn discuss the importance of a good loca-
tion. "Location is probably the most important thing in
the success of our inn. We're centrally located--near -just
about everything, but not quite downtown. Downtown is a
10-minute walky Fisherman's Wharf and Ghirardelli Square
dre only 15 mimtes away, and you can catch a cable car
just around the corner.

. @ - -

"A lot of our guests are tourists on vacation, byt
there are a few who are in the city on business. péﬁ}n
who come to a strange town don't want to be out in the .
middle of nowhere.- They want to be in a place where they
can get around easily withodt too,much hassle. Y,

"The biggest problem with this location is the parking~

situation. You may have noticed that there just 'isn't any
« ava11ab1€*-orm if youire so lucky as actually to find a

place, you “have to move your car in a few hours or risk

getting a ticket.® We have an arrangement with the garage

down the stmeet. It costs guests an extra $4.50 to park

the;r cars there and the garage closes at 10:00 p.m., but
~it's worth it because it's convenlent.

o

-

“People rea11y like being this close to a lot of
restaurants, clubs, and stores in the area. They don't
have to go far to see the 91ghts--everyth1ng is right at

our doorstep.

» d
i
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s oy Choosing a Location

Your choiée of locations will be one. of the most i&portant decisions
you make when going into business, so think about it carefully. In this
unit we will consider some of the facts you should think about when you
choose a site for you: inn.

~

You Come First

¢

You can open u

W

- . 1 . N .
P an inn in almost every kind of cify.

»
But your

location must first fit your own requirements, especially if you intend

You have to think about weather, famify,

»

If you

to live there yourself.
friends, your neighborhood, recreational facilikies, and so on.

are not happy living in or close to that city, you won't be happy having

L3

a business there.

Next Comes the City

What makes a particular city a good place for opening an inn? There
are many things to consider--traffic patterns, the tourist business, the
industry. in the area, the scenery, and the number of other hotels,,

motels, inns, and boarding houses. But it all comes down to one thing--

-~

having people who need you,
i ! L
Many times you ‘have to z&ay detective before you can decide if a
particular city will be a good location for you. There afe'péople{
organizations, and publication$ that.can help you. Here are some ideas.
1. Check with the local Chamber of Commerce for the "economic
profile"” of the community. Is this a stable éommunity? I's the
coumunit; growing--are many people moving into the area? What

' types of businesses are in the area?

‘14 .

' 18
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‘ 2. Take a clo'se look at the other motels and hotels in the area.
' Areuthey generally '"booked," or do you see a lot of vacancy
signs? How great a demand is there for rooms? ' Do visitors tend —
weekend)?
peak' seasons when these hotels and motels do most of

( to stay a long time (a week) or a short time (over a
Are there "
their bisiness, or is business fairly stable year-round?

3. You should a180'£ake a careful look at the actual and potential
businesses and industries in the city. Certain companies may
have many people traveling in and ght of the area. Where do
these businéss.people stay? ' ) ‘

4, Talk to other business people in the city. Taik to the people
who will be your "neighbors." What do they think your chance of

~

success is? )

5. Talk to the old-timers and the newcomers irf\§:}3§/hote1,imotelz
and inn business, and learn all you can from them. Perhaps you
can't copy success, but you can learn some of their secrgté.
Learn why the failures failed and why the successes succeeded.

‘ 6. Local, state, and national hotel and tourist organizations can :
give you 1nformat1on and can direct you to other sources that

can be helpful. °o-

[y

7. Several trade magazines and jdurnals are written for people like
you in the accommodations field. You may consider subscribing
to those that Will help you even before you become an innkeeper.

. . 8. A real estate agent can giv; you,ideas on éﬁsts of different

areas and can tell you what buildings are currently for sale.

‘ 9. An architect may be able to give you advice on sife selection,l
building desigh, engineering, materialsd, equipment, and other
details in choosing the fite and planning your inn.

10. The advice of an interior decorator may also be helpful. This '

person should have a knowledge of color and ekberiedce in design

and decoration,of public spaces.
L “ .

Al of<éPese types of people and organizatioms are important to-the

success ofcyour inn. You should feel free to consult them about your

‘ business plans.. -
Ly .

ERIC L | 19 S '
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v The Right Spot within Thag Cify .,
. _ .
\ The right location is the key to a successful inn. The first thing
to do 1s to take a clgseglook at your guests. \ . ‘ g
, - e
;o ) Your guests might include: . .
e vacationers who expect to use the inn as a headquarters while
\ L visiting in the area;
' e commercial, business, or professional travelers;me
' . e persons visiting relatives and friends who live nearby;
‘ o \ e persons attending coﬁventions and meetings; and:’ . J
A ® péfsons attracted by special events. )
5
1f your, guests are businéss people, they will want to be in a
c. location that is close to their work or meetiné places. , Public trans-
portation might be important to these.péople: . '
If your inn is inconvenient for your éhests, they may go elsewhere.
But if yeur guests are vacatloners, they may seho0se your inn because it
r 18 out-of-the way and in a qurﬂ? neighborhood. The.trick is to attract
people who will appreciate. the qualities of your inn and for wﬁpm the
location is appropriate. Here are some considerations in chdosing the
. " location for your tnn. - ’
<~ 1. Wherever you are, parking will probably be a ‘consideration. A
few spaces in front of your inn that are uswally takep is not
- adequate. If your guests are fruEFrated'tboking for parking,
tﬁ%y will blame you even though you don't deserve it. . If
p ! ) parking is limited,%zou may consider arranging for gdest parking
. in a local garage. ‘. ) g
+ “A 2. The availabil}ty of public transportation and access to local
\ restaurants, theatres, stones\_and clubs may add to the attrac-
tiveness of your inn.t - ] ~ . 5
) ’ 3. nghway and street conditions can help, or hurt, your inn. If
the lighting~and pavement are bad,wpeople. may ‘not want to stay
at your inn. X p ) .
{ B
: . ' 0 ...
. ¢ ) . ’ )
Q i 16 A—/ . ¢
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A Overbpilding . ’

-~

' .

"Overbuilding" is a word you'll probably hear as you start looking

around at possible inn sites. Overbuilding exists in an area where the -

-

total number of rooms available for guests is far beyond demand.

There'll be vacancy signs hung out all over the place. -~

P 1
. . = . 5

o -

But an area that's overbuilt may still have a market for an inn.

For instance, this can happen in placeq'whEre there are seve;al large
hotels that handle commercial travelers on-a very large scale but none

that caters to guests who want privacy and a quiet pque to relax.

<
'A o~
-

.

Summary . >

Choosing a location for your inn is probably the most impbft§@¢
l )

decision you have to make. Check out a lot of buildings in different

neifhborhoods before you make your decision. When you've narrowed the

field down to a few choicess talk to péople and Yisit these ﬁlaces for
v » M 4

several hours on a couple of different days to get a feel 'for them. -

Then you'll have an idea of whether that location would be good forfyour

’
busines§s. ’ . . .l

3

I

¢

-
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Loos S LAY L
-Individual Activities -

. 2 ~
4 B

1. List as many different sdurces .6f information as you can that will

be of use tQ you in deciding where to locate your inn.
- N Y :
!

.
<

2." List four_thingdvfo consider in choosing a specific site or building

for your inn. ¢ ’
¢

3. Explain how the ffllowing factors can affect your decision’ about
where to locate your inn: kind of climate you prefer; where your

parents .livejecloseness to tourist attractions; and parking.

)
%

4. Define the term "overbuilding." Why should)yod be. concerned about

overbuilding? In what situations is overbuilding not a problem? L

’

4
> . , . . 4 -
Discussion Questions . ,
4

g e

1. Choose three cities or, areas close to your school. Answer these

questions about those areas. ~

PR

a. How mﬁny people live theﬁs?

. -

b. 1s the area growing? How can you tell?

c. Are there.many inns, hotels, and motels in these areas? Are.

they ushallﬁ fuli, or are there a lot of vacancies?

>

d. What types of accommodations are the most popular and the most

-, s

in demand? Why? : . ..
What kinds of peéople (business ;édble, vacationers, travelers)

I 4

tend to use these accommodations?

EZO

L . LV ~ )

‘ P U . )
~ . . 18 . .
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P .. . .
‘ 2. Based on what you found out, which area would be ’thg best one for an
inn like the Bed angd Breakfast Inn? In which area are the large’

. '.
commercial hotels most successful? ~ _ - PN

,. .

Which area wougd

be the best one for an inn lgke yours? .

‘3. Consider the gype of inn you would like to open.

s ) |

. Group Activity " \
’ I

. ! :
Here is a list of things to think about when choosing a location for

your inn. Rate 'them in order of importange (1-}0). There are no
“"correct" answers. Discuss the reasons for your yings with the class.

Try to come up with a class rating.—

. * .
l. The number of inns in the area

‘ 2. Easy to reach—transportation available .
\ .

3. Population of town and\surrounding area R ’
‘ 4. Perdonal factors--personal préferences, family and friends nearby

5. Growth of the town (economic profile)--indastries and companies in
14 . ]

- - the area °

6. Incomée of the population

a@z 7. Weather (climate) '

1A o R
¥ §{ 8. AAdvertising media available
» - -~ . . .
9, Type of g)uests who use these accommgdations . -

10. Type of community--ugxban, rural, suburban, farm, industrial, resort

"-or vacation spot 2
Ty

&

o _ . R 19
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- UNIT 3 : o

Getting Money to Start N
N ¢

4

Goal: To help you plan how to borrow money to open and
operate your inn. ‘

~

”

Objective 1: Write a bufiness description for your
business. T

Objective 2: Fill out a form showing how much money

you will need.

=

N
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’ Al .
14 “ ®
.
* , -
¢ -
- an,
[ ¢ e
e .
'& ~ .
' e
. {
- s - ~
~ , b
S
' o
, b=
N -
21

4

&

s -

v

hON




R - Y ; A
L A : v »
\
.
v Lo . . R . .
.
A : '
. .
‘e ) e )
.
¢ s . . -
’ =
. B
. o, ) ' -
, .
N .
. .
. ' N . P
~ . N - ’
- » ]
. o
’
L4
. -
3
i .
X N
'
. »
)
/
.
.
.
4 |
. N
+ ’ )
o
\
, »
. ~
.
, .
. , LOAN OFFICER /1
s N
Al
- /
: £ k) " '
. '
[ % .
- > i - “
“wr ‘
. . -~
~ L
. — L
N ! N
. ‘
N !
4
. . A
.
R »
° - t .
\] \.
. .
L 4 S - land
25 -
. .
3 .
~—r”
. .
o h
.
’ .
.
'
- » - ‘
- f
o
+ . v
N

. © 22 ~ .

ERIC . L ~ ,

’




K

GETTING STARTED
’ ) . Yoy
When they bought the Victorian house, Jerry and Lynn
"had- $100,000 from their savings and the sale of their
former home. Scattered loans from frfkngs amouynted to
apother $50,000. They figured, with a bank loan, they

could afford o pay the- asRing pf%Eé*of\$200,000 for the

** house, They also néeded about $50,000 to repair and

renovat¢ the house inside and out {(home” improvements).
v S .
Jerry and Lynn knew, too, that they had to buy furni-
© ture, equipment, and supplies before they could open the
doprs of their inn. And while they waited for their rooms
to*fill up, they needed funds to pay for tikge héat and
Rerricity. . . .
’ L]

The bank agreed to give them a loan.to buy the house
and another loan for home improvemenfs. In addition, Jerry
and Lynn arranged to get more money to cover otthAstart-up
costs and operating expenses for thé first,six~months. To
get these loans, they first had to write a business plan
describing how they plamned to run the inn.

“  YThe business plan was one of the hardest things I've
ever had to write," complained Jerry. "We had to sit down
. and seriously try to plan for our busines8. It took a lot
of work, because we had been 1living in a fantasy land ‘of
" what we wanted to do; we weren't really thinking about what
we needed to:do or could even afford to do. Writing the
business plan really helped us straighten out the details."

. 14
.
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Getting Money to Start

-
£ 2‘»"‘

All new businesses need QPﬁey to start'. Your-own savings, and loans
from your family and friends will probably be important sources of money

to start your new business.

Where Will You Open Your Doors?
\ . R

r

You may be lucky and alreaQy have a house you can use for your inn.
If not, you'll have to buy one;:and that takes 'a lot of money! Jerry
and Lynn already had a good income. fﬁey also had friends who were
willing to invest in them. They could akford to "put down" a large
argnount of money to bﬁy the old Victorian house and pay for repaifs and ‘
decorations. This was very helpful for them, but you may not have as

much money available to you. What can .you do?

¢
-

Financial Arrdngepénts \ ,
. o - \

* The price- tag on the inn you are about to oper will depend on:

e

¢ whether you have to buy the buildiné;

Y

e _ the money ydu need to redecorate;

e the changes you will have to make--such as additional plumbing

3
;

and electrical fixtures; and

e your monthly operating expenses (sgf%ries, supplies, etc.).

You may have to borrow moneéy from a financial institution such as-a .
bank, an‘investment company, ‘or a bu11d1ng and loan assoclatlon. ‘The
lender will want to know.a lot about you and your plan for the inn
beforea it will lend you money. You will have to show that you are a .

good business risk. You will be asked for the following information:

2h. 2r~1
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1

personal background information (a resume);

.

a descriptian of your business; and

e . a statement of financial need.

3
-

Loans are hard to get. Banks may lend up to half of the money you
need if they can be convinced that: your business has a good. potential
for succeas;.you are competént and reliable; and you have a good plan

for repaying the loan

"
e

The Business Description

Jerry and Lynn found that they needed about $400,000 to open their
inn. The Bed and Breakfast Inn was expensive to bﬁy and cost a lot to
renovate and decorate., Their costs were very high., Jerty gnd Lynn haa,
to arrgkge for a bank loan to cover their costs. Your costs w11L
probably be less. But you will still have to go through the same steps

. to borrow the money you_need.

A

The loan officer at the bank must think yod have "done your
homework.," Anygpe whqris going to lend you money has to believe you are

a good investment’,

.

That's where the business description comes in. Your description

should be cledrly and simply written. 'You' should include the following
information:

1. a description of the kind (and name) of innkeeping business you

-
N

want to start; -
. the services you will provile;

. the location of your inn and why \you chose it}

. your competition in the area,

2
3
4, the target customers (the marketO you want to attract;
5
6. your management plan and strategy 4/; success; and

7

. the number of employees (if any) yoy plan to hire.

@ e
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Starting Expenses .’ N " ) ‘

. -

A} . o M -

1f you apply for a loan; how much‘money”will you need? First,
figure out how much money you have on hand. Decide how much you will
need to start your‘gusiness. Then ask the bank for the difference

between these two amounts. e

o ’ N

. {

o

. Let's assume you already have _a house f;; your inn. You will not
have to pay to rent space. In fact, you will actually be saving money,

as you will be able to write off business expenses on your income tax-

A}

s , . .
form. However, you will 8till have a lot of start-up costs--furniture,
\\Jg)gpﬁing and laundry equipment, linen, soap, Eowels, other supplies, and

food (if:you plan to serve it). . \\\ K

@

Other start—up expenses that may come up are: fees to register you
X N .

business and file for a Jbusiness identificagion number from the Interngl’
.

Revenue Service; taxes; licenses; installation of "extra telepﬁbnes, ®
- n
plumbing and elﬁctrfbaf fixtures in your house; the cost of employee -

salaries and benefits; business supplies (file folders, stamps, work .
order forms); and advertising. : . )

<
i -
P

You will also need some money to cover operating expenses for the
first months you are in business--until your income from guests gets
large enough to cover them. Operating expenses include utilities, g I

advertising, and éalaries——expenses you have every month‘just to keep

- -

your business running. . . 7 T,

e This‘?s a sample financial statement’ form that you can use to list . .
your expected expenses 4nd money on hand. Different lenders may us : ¢
different forms. . .

+

> °
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STAT

BQI‘\O/F FINANCIAL NEED

Starting Expenses

~ ' .

2

»

. Money on Hand.

Salaries " $ Cash on Hand \ $
Buildiﬁg Expenses Gifts or Personal Loans
Repairs and Renovations - ~ Investment by Others
Equipment and Furniture - TOTAL
) Food and Supplies : ) =
’ ) ) Advertising /'
' Otherp ) o
TOTAL $ > TOTAL STARTING EXPENSES $
TOTAL MONEY ON HAND '
, ) TOTAL LOAN MONEY NEEDED §
Summary )
- 9 ’
When you apply for a loan to start your inn, you will need to pro-

\\h;?e a business description and a statement of financial need. A busi-

ss descriptign gives the details of your business. The exact amount
of money you need to start will depend on whether you already have a

house available, thekchanges/lmprovements -needed in the building, your

decorating plans, your equipment and'suppiy‘needs, and the cash you have -

available. This figure will be different,  depending on the accommoda-

1

tions and services you plan to offer your guests.

[N

I

~

e

£
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- Learning Activ¥ties
N .. ) {

. (o

Individual Activities , N N

-
- - -

1. Whaﬁ kinds of people do you think would éo to \a moderate-priced

downtown hotel? What kinds would prefer an inn?

2. a. How much money did Jerry and Lynn have to spend q\their variQus

needs? (Choose your answers from the list on the right.)

‘ ] $ 50,000 ’
N ) purchase of home $100,000
A repairs and.renovations ‘ $150,000 M
start-up costs and opératirig + $200,000 ‘ ’ .
P * . .
g expenses for six months ' $400,000

!
8

b, If Jerry and Lynn planned to need $30,000 to run their inn for
. .
the first six molths, how much did they expect to need for

. start-up. costs (furniture, equipment, deposits, and licenses)?

N

- ? ‘
Discusgion Questions . \\
. A .

. .
— . . .

3
€ M . ® .
1. What do you think a loan officer at a bank would be most -interested

in finding out about you and your business plans?
5

. - .
~ - s

* 2. How can & business description help you start your business? Or, if
your business is already started, how can a business description.

. . . . R
help you improve 1it? :

L

28 o ' o
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Group Activity
/

Think about the kind of inn you'd like to open..

-
AR

. L &
description of your business. Let's .assume*you already have a house in
P Ly y :

Then write a short

.. your town. Give the address where it is located. Here is a list of

what you shodld include. ‘ ¢ . ¢
1) ‘Name of owner - ‘
2) Name of inn » * a .
R "3) Services provided ) *
4) Number of rooms ‘ _
s 9) Location: ' ; ) - ‘ )
ﬂ .. Give one or two reasons why this is a good location
6) Competition:
Names of other businesses ‘(hotels, motels,‘and inns)
offering similar services
i A byief sumary on how vou are unique N *
7) Potential;ﬂustomers: . N
Who williuse your inn? List as many passibilities as youfcan
8) Strategy for success: _ ‘ .
What will be your spéclalty?
- : What is your ipitial advertising plan to-attract guests?  °
‘ \ o . E,
o ‘ ) ‘ Nus
. .
‘ . v
y . ~ )
P .
t X ,
N : ‘ - -
| - i
) .« S . =
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Being in Charge /

7

Goal: To help you choose the people who work for you.
N Y ‘

Objective 1: List the information needed on a job
description. .

Objective 2: List the qualities of a good boss.

i e

Ve
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/ RUNNING THE INN

Jerry and Lynn moved in at the beginning of January
1980 and set their opening date for June- 30.. The work
seemed endless: sanding floors; painting; knocking down
walls; searching out.mafkresses, rugs, curtgins, period
furniture, and equipment; printing and mailing brochures;
and hiring staff. - N -

Luckily, two sources of help turned up. Chris McShane,
who had worked at a hotel for 18 years, took over the
housekeeping department. And Jerry's brother Mather
arrived to help out. Surprisingly, his physical labor .was
more helpful than his professional expertise as an
accountant. :

Breakfast was Lynn's responsibility.” They hired Susan,
a high school student, to help out. Breakfast, consisting
of rolls, coffee or tea, and freshly squeezed orange juice,
was organized by Lynn. Susan served breakfast, stacked and
washed the dishes, and prepared the trays for the next

~
- -

.day's ‘breakfast.

Jerry began each day with a’'list of chores. "Running
an inn is a thousand and one details. None of the tasks is
really hard now that we¥re open, but all of them have to be
done regularly. I help Lymn out in the kitchen, pick up
the food orders, do several loads of wash, keep up with the
bookkeeping, answer the mail, see the liquor salesperson,
and cut the grass. Chris, Mather, and Susan all help out
when I get too swampgd with thé inn and, my work. as an
architect, but someone has to organize the team,"

! T
AR

Jerry also hosts the cocktail hour in the library
and--together with Lynn-—serGes Lynn's homemade hors X
d'oeuvres. But both Campbefls take off one night a week
and go out for dinner and a movie; then Mather and Chris
take over the inn. -




- : ' : Being in Charge 457

.
‘4 -

L . o . . .
You may reach a point in running your inn when you decide there's

just too much work for you to do. Then you may consider hiring people .

’

. ( to help you.

- L]

.

Hiring People to Work for You — -

There are a lot of things to think about when you become a boss of
other people. For one, thgre'é more paperwo?k-—social security, income
‘tax forms, pay checks, hourly reports, and employee benefits. Being in
charge also involves hiring ;nd training people,-managing and supervis-

ing their work, and sometimes firing them.

t

- ~

If you have had past experience in hiring and supervising, so much )
the bgtter.' But if you haven't, don't be alarmed. Management is simply #
the art of getting people to cooperateswith one another. In your cases
you'i} want help'{; making your inn well-run and profitable, 80 §ou'11

- look for people who are suited to help you do just that. Salaries may
" be one of your largest expenses. To attract top-notch and reliable
helﬁ; the salary you offer must be good. ‘It must also be comparable to

. the money paid by your competitors. The amount you pay your employees
will dependfon the type-of worigthey will do and how much you can afford
to pay. v ’ “ -

In some of'thg‘smallér i§§%, a husband and wife team like Jerry and
Lyon may ‘be able to do most of the work. It is likely, however, thét
some addétional help will be needed. In Jerry and Lynn's case, they‘

both have other careers. Even though they work out of their home--the

N inn--they both have other responsibilities to meet and can't always be ’
_ available to run the inn. Jerry and Lynn hired Susan to come in &
o " 34 - . -
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part-time and help out with breakfast. They aﬂeo hired Mather and Chris
to help out. Other inns may have full-time employees--perhaps one or

two pegople to do the maintenance work, housekeeplng, and clerical werk.

If you start out on your own, or with a very small staff, and find

‘that you just can't handle all the Qork, it may be time io rethink

\ ——e

your business practices. You can? - . ’ N

e cut down on the number of guests you take inj;

e cut down on ghe number of services you providej; or

e hire someone to work for' you. ) . "
- . E
L . — z
Where to Find.Your Employees - ¢ ‘ﬁf) z

You may know someone who would work well with you at your inn. On .
the other hand, you may have to go out and find employees. Yquican find BRI
the right employees by talking with other inn, motel, and hotel oper--
ators in the area. You'can ask other busipess people of your Chamber of N
Commerce. Or you can put ads in the local newspapers and employment ‘

agencies. Schools in the area with distributive edudatlon or hotel

0perat1ons/21asses are another source of employees. L o L3

-

Hiring $he Right People
[ .’ > :

You should choose the people you hire carefully. The image}’reputa-

3 + At

tion, and quality of service of your imn will depend on this. Begin

with a detailed description of the job\ you want done. R N

?

. . . ’ “ . . .
Interview the people you are thiﬁ%ing of hiriﬁgj Try to find out
W

) ol ” $ . .

whiat they are like. Thib is particularly important if the job they are !
expected to do involves dealing with people in SltU&th%ﬁ in whlch first )
impressions are critical. Let them talk, and, when you llsten, consider

how you would react as\j guest., - . 5

.
Pt - - °
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It is importanmt that you treat each applicant with respect, whether

« e . CT .
or not you plap to hire him or her. You want every person who comes 1n
contact with your inn’ to leave with a feeling that it is staffed by

}rofessional people.

Training New People, .

Once you have hired someoné, training begins. What kind of work

s -

should you give a new employee? Start with simple gprk, not the hardests

-

Most people learn best by watching and by doing, not by listening to
you describe a/gob.-\You are the best teacher--let your employees learn
by watching you and the way you work. Also, remembey that having an

enthusastic outlook yourself is contagious, and it will be reflected in

your employees. ° o

-

-
J -

And Then the gifg in You/bomes Out

Once .you hire Someone, you have to establish an employer-émployee
reldtionship.. That's different’from being friends, because you are the
one who is responsiblé for the quality of your emnployees' work. If you
hire someone who just can't do the job, you have to be able to tell him
or her.' You can't be shy when it comes to giving advice and criticism
te- help your employees do a better job. -

. .
What are some émployee problems you wadl have to deal with? You
will have .to deal with requests for raﬁD resigna‘tions in the middle
of* your buSiest tlmes, employees who are always late or sick, and people
who just can't do the job. Every employer deals with these problems
differently. How you do it will make a big difference in the success of

.- your -inn.

36"
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‘ Communication Is the Key ' % -

6 Communication is nothing more than talking and listeniﬁg. It
shouldn't be'much of a problem with just a few employees. Many
ernplo?ers find it hel;;ful to get together tegularly with their staff .
instead of leaving communication to chance. Some ideas for esta.blishing

regular communication are weekly meetings, a bulletin boatd, and a

simple ngte or a word that tells the person "well done.", (A little

appreciation can go a long way!) '

4

Summar . —
1

Running an inn is a full-time job. You will probably need help. If
you hire people to work for you, tt;en it is ;our responsibility to ’
manage their work and, to give them training and words of advice when
‘necessary. Althngh being a good boss is only one of a bu91ness owner's

' responsibilities,, it 1s ce'r?f:ral to the success of your busmess. If you

have a good ''team" workmg for you, you'll realize the personal rewards

——

. of having your own business.

Q 373 8




Learning Activities

&
»

»
Individual Activities

L

Al

- &

1. The following statements are either true or false. In the blank

before each statement, put T if the statement is true and F if it is
- -
false. ’

i , {

a, The owner of an inn should delegate the major responsi-

bilities to employees and do what is left over.

/ .
b. People who apply for jobs in inns do not need to fill

out job applications.

~

If you hire someone who has had experience worklng in
J

hotels. and 1nns, you won't have to give him or her' any

t
v L~

additional training.

-
" -~

Communication is the key to effective management. A
good boss should always be open to listening to

employees.

List some of the qualities you would look for ©n an_employee for

your inn. Coa

An owner of an inn sent a ‘job description to a local college and the w
State Employment Agency. Name two other places where she could have
sent it.

List three neggtive qualities in a job applicant that could show up

in a personél interview but not on an application form.
j-
ERI

Aruitoxt provided by Eic:
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7 D18cu881on4§gestla£s

) ’ \"\\
1. One of-your employees has just asked for a raise. Her work . has been

good, but it has not been oﬁtstandigg. What would you do?

+

2. How is being your own boss with no employees different from being an
employer? Describe differences in responsibilities that these twoe .

)

people have. v -

3. You have.just interviewed a person wyou are thinking of hiring to ‘
work in your innm. “Your impréséion is ‘that he is well qualified for
the job. However, one of his references tells you that he is not

very reliable-—he oftef comes jn late and callsiin‘sick..guhgt .

should you do? .

GéOup Activity

.~ .
, How would you fire’someone” Many people have realized after thef' -

have. let someone go, that they crgated a lot offbad feellngs when they

didn't have to. Write a list of "Dos" and "Don'ts.' Here are some

questlons to give you. ’ : .

1) What would you "do about termination pay? '

*

2) How much notice would you give?

3) Would you tell the person the real reasons why he or she was
Co f
being fired? * ) . P

-
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it UNIT 5

Keepirg Track of Supplies and Schedules

- e

)4

To ‘help you plah‘how to buy supplies 'and organize
the work of your inn.

.

Objective 1l: .List three kinds of supplies you will
need in your inn and five questions to ask your-
. self when ordering them. !

ObjectiJE 2:

£

Describe a method you' can use to keep

track of guest reservations and one you' can use
to keep track of employee Wwork schedules,

. ¥
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_ BUSY DAYS

©

"Work at the Bed and Breakfast Inn starts at 5:00 in the
morning. With a full house of guests, Lynn and Carol start
arranging trays of breads, rolls, coffee, jams, and coffee

cakes for their guests' breakfast. “Carol starts serving at’

7:00-~some guests want to get an early start on seeing the
sights.,

The phone and doorbell ring at the same time, as

usual. On the phone is one potential guest with a long
tist of questions that ends with a familiar question about
bathrooms. "Some rooms have private baths, but most rooms
share bathrooms," sighs Jerry. At the door is a couple
with another commonly asked question. 'We've heard so much
about the inn——could we see it?" Jerry takes them on a
tour, smiling as they exclaim over the gracious rooms and
ask a flood of questions, about how the Campbells decided to

open their inn.

‘Jerry and Lynn dlsappear to their other work by 10:00.
Jerry's work takes him out of the house, so Lynn usually
handles all the calls, makes. reservations, and deals with

-the guests and visitors who pop up. ""I  gsometimes wonder

how I manage to get my work doné. Clothes designing takes
a lot of concentration, and it's hard to concentrate when
you. are always needed elsewheré." !

By this time, Chrxs has already started all the
housekeeping chores, and Mather is busy carrying the d1rty
towels and sheets down to the laundry room. The inn is

experimenting. with a new soap. The guests ‘like it, but v

Chris is finding that it turns into a messy glob when it
getg wet. So much for the experlment. The man in the far
corner room has spilled coffee over the rug--the spot needs
to be cleaned, but they have run out of cleaner. A quick
trip to the drug store is necessary. The couple in the
middle room have asked for the vacant corner room with the-
wonder ful view. Chrls will fold their clothes and carry
their belongings into their new room——graC1ously and with,a
smile, s

&
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) Keeping Track of Supplié%jgg;’Schedules

2

A v

Your Supplies o * o BRI

Your supplies are ghe materials you need to provide\iervice to your

guests, Knowing what you need and keeping track of it all is not 4
. v s U
easy. You may buy enough‘towels, but what do you say to a guest who

"just happens" to walk off with one of them? fhe important thing in

buying supplies is to plan ahead so you don't run out of something when -

~

you need it. \

What sorts of supplies will you need to run an inn? You will need
office subpliés; cleaning and hdusekeeping supplies; food‘(if &ou plan
-to feed your guests); an&Npersonal items used by the guests (llnéné,

towels, soap, bathmats, and ashtrays). Z ’ ’

A
« <

.
3

And then there are the special touches such as-eut flowers and
vases. If your guests share a common bathroom, you may consider ”qg/
I . .
supplying them with-bathrobes. Some inns also supply shower caps £

their guests. There is no end to special touches--and the supplies you

- will need to carry them out.

3

- .When you buy your supplies, don't buy "just enough.'" You're bound
to run out of something pretty quickly. Buying in depth will help you

keep a laﬁge enough supply on hand to meet the peeds of your customers.

AN

Here are some tips for buying your supply inventory. You should buy:

e in the right quantity; ‘ ‘

e of the right quality (scratchy towels don't go over too
well); ’

" e ‘at the best prices for you;
' . t

LAt ['llv -
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. : ) e from reliable suppliers who’will give you the best service ‘
and prompt delivery; and

. at the right time (before you run out).

. The Source of All Things

X . Wﬁeq youﬂFtar;,looking for suppliers, there are three basic things
to consider: when you will receive the supplies, how much time you have
to pay the bill, and the discount-y&& will be given for paying in cash.
Some suppliers will give you special prices if you pay them before a
certain day and-in cash. When you open }ourninn, you wghld be wise to
buy from suppliers who are located close to you. This way you won't
have -to worry aba ipping codts or delivery dates. You will also be
under less pressyre to pr;-plan your buying schedule, and be able to
avoid the problems of hé;ing either too many supplies on hsnd (which

' takes up space), or too few. Keep careful records of what you have

‘ ‘8 ordered, and when. Your supplier will also be keeping records. This .

way you both can be sure that you get what you want, when you want it.

Keeping a Tight Rein on Your Supply Closet :
LR : : )

. Keeping track of the supplies on hdnd is important if you want to
give your guests careful and efficient service. .Knowing what supplies
you have instock helps you plan for what you will need to buy in the'’

future, and when. The 81mplest way to watch your supply needs is the

"eyeball" method. Stack your supplies in piles so you can tell just by
looking Whén you are getting low. If-you are a small operation, this
may be a good gnough way to keep on top of things. However, this is not
a very‘efficieqt way of keeping track of dlarge numbers of items.

t
- L\

* J . . .
Another way to keep track of"your. inventory ig-actually. counting the
numbers of. items you have on hand. A third type of inventory control

. system is one that your housekeeping staff can help you with. Each time
Lo ¢ - =

¥
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a room is cleaned, the staff can‘ﬁse a checklist to mark down exactly
what is in the room andawhat ‘may be missing, (
) v . »

Youn\ choice of systems will depend on the size of your inm,, the
mumber of guests ﬁ&f can accommodate, and what 1s easiest for you.. The
impor tant thing is to keepfrecords so that you w111 know what you have
and .what you need. A good inventory control system will help your inn

\

rdn smoothly.

Making Reservations for Your Guests

Many times people will plan and make reservations a long time in
advance. You will have to be concerned about keeping track of your

guests' reservations. It might get a little sticky if guests show up

with a prepaid reservetfon and you've given
elge. That's where guest reservation forns
will help you plan for your guests and keep
ments, and deposits. .Your reservation form

foolprdof as possible. You should fill out

Who's Going to Do It, and When?

thelr room away to someone
come in. A reservatlon form
track of their bllle, pay-—
should be as) complete and

each one carefully,

2

1f you run your inn yourself or with the help of a very small staff,

you may not even want to bofher with a work

schedule--as long as you can ,

keep track of what is to be done, where, and when. When you finish one

¥

job, you can just go on to the next job,

o

But sometimes a work schedule comes in_ handy, particulariy if you

have a lot of details to take care of and if you have other people .

working for you. A work schedule “is usually & chart of work days and

the people you have working for you. -You should decide whichpersons «

will be responsible for which jobs and how long eagh job will take; then

£i11 in the squares. Here is an example: s

~
=3

c
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- be organized so you can give your guests teliable‘service.

-

Special Time .
Work to Be Done  Requirements  Date Completed  Remarks

Susan L. clean rooms wash windows 12/1 5 pm Bruce can help

Bruce C. check in supplies —— ©12/1 Noon -
o
As the day-goes by, you can look at the schedule and who is doing
vhat,.when it should be done, and when it is done. Schedules will help

your workers get the most-work done in a day.

v

Summary —— .

In this unit you were introduced to the basic steps in }nying and
keepiné track of supplies and organizing your work. You will need some
basic supplies to run your inn. It is important to find reliable

suppliers and to keep track of your inventory. It is also important to




Leayning Activities ~+°

. }
Individual Activities

1. Consider the inn you would like to open and the services you would
offer. What type of supplies will you need? Make a list of at

least 10 items, "

“

. {
2, Check té%'Yellow Pages and list some of the kinds ofe suppliers you
‘would contact to purchase the supplies for your imn (for example, a
linen supply service). e

o
1

T
-

323" List the reasons why it is important to complete a reservation form
at the time a guest makes a reservation. ‘

> < .

. 4, What is the purpése of a "control system" for supplies?
»

. e .
Discussion Questions

-

,
1. What are some of the things you need to consider in planning to~
e /

purchase supplies for your inm?

- - 1

2. The Bed and Breakfast Inn has a list inside the supply closet noting
all linens.and other items to be supplied to the guests every day.
After éach item is tMe number in stock aé the beginning of the
month., Every éay the cleaning staff check off all supplies they o
take from the closet. ‘What are the advantages of this system? The

L 48 ‘ @

disadvantages? What other system could be used? . o

s . : g
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3. List the advantages of filling out an employee work schedule. What

" kinds of things could happen to throw this schedule off?

~
\

- ~ ¢

-

Group Activity . -

Part of your job as the owner of an inn will be to do many things
that keep the business going. Here is a list of some of them. Add two. °

e}

other important tasks you can think of. As a group, see if you can
estimate the amount. of time you would spend on each task. ) )
"1) Writing out the weekly payroll checks for-four employees
2) éalling the Yellow Pagés and consulting about redesigning your ad
3) .Dealing with an angry guest who is not satisfied with your
service ’ /
4) Meeting with a tax consultant about gettlng a better tax break -
5) Reading the mornlng mail--three bills, two letters, and six )
nieces of Junk mall .

.
2,

If all of this happened in one day (which is possible but not
likely), how much time would you have left over for doing business? If
.
you were completely swamped with work, which of these tasks could be put

off for another day? . }

. r . . ‘ ﬁg»
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‘ ‘Setting Prices .
- ) ‘ "
S
\ .Goal: To help ydu set p\rices for rooms in your inn.
: _ Objective 1: 4List three things to tonsider in
’ setting room prices for guests.
. ® . o . ’ o B L f *
.~ Objective 2% SeJ: prides for your inn after being
, given certain "facts.”
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v HOW PRICES ARE SET AT THE BED AND BREAKFAST INN

ES ’

Since their inn had to be competitive, Jerry and Lynn
decided to investigate what other hotels, motels, and inns
in the area were charging. Hotel and.motel rates tended t
range from $30 a night per petson to $75 a night per-per-
son; the average price for a single room was $54.. The big
downtown hotels tended to be more expensive. But these
hotels also offered a wide variety of "extras'--limousine
service, hotel-based shops and restaurants, color TV, cabl
movie channels, room service, etc.

distance away f he downtown area tended to be less
expensive as wel{las less extravagant in the "extras' they
offered.

The smaller iotels and motels that were located a.

t .

At flrst Jerfy and Lynn considered charging a standard
prl.ce of $40 per night per person for their rooms. But
. some rooms were furnished more eleganbly than others, some
rooms had their own private baths; ‘some rooms had nlcer
views. It seemed reasonable to charge different pr1ces fo
different rooms. Also, their rooms were generally used by
more than one person. " So they decided to adjust their
pricing methods a bit to reflect this. Here are the price
they finally came up with:

o)

e

r

S

45 |

Room Mumbers . Accommodations . Rates
1, 3, 5&6 Large'rooms with views of ) Single $90
the'city, king-size beds, Double 95
private bath, sitting area .
2 &4 Twin beds, private baths Single 55
’ - Double 60
7&9 Queen-size beds, shared bath Single
' : Double 50
8 & 10 King-size beds, shared bath -~ Single 45
; Double

3

.50

~
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Setting Prices ;,

’ rd
. i
Innkeepers go-.about setting prices for their inns differently.
Pricing is basically a matter of striking a balance. You want to makeg. *
your prices high enough to earn profits and low enough to attract cus-

tomers. You want to chatge prices that will let you cover your costs,

- d
stay in line with the competition, and be able to go to a m9vie once in

- a whfie‘(your movie money%gomes from profits),

These are the four most important queétions to ask in setting your
prices® ) _ ) “ - -
R Y ' S v
1) What is your competition charging?

-

2) What are people willing to pay for your rooms? g
. - . - O

3) What is your "break-even'" point to cover vour expenses?

4) How much profit do you want to make? ‘

L 4
What I8 Your Competition Charging? -

- . ) . ~

In most -businesses there is a "going rateé." It is the average price .
a v
your competitors charge for the same service. If you want to learn what -

the going rate is for room accommodations, just call your compefitors )
(other inns, hotels, and motels) in-the area and ask what they charge.
This won't tell you exactly what to charge. It will give ybq a "ball-

park figure."
-— . T

- . " 1

What Are People Willing to- Pay? o -

— M s
Even though hotels, motels, and inns are'all in the same business of
providing rooms for guests, most innkeepers do not consider motels 'and
hotels real competition. Inns are quite different from-hotels' and .

=
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motels.

to stay
to them.

sonality and style.

.

They are also different from each other. The' furniture, decor,

and services of each inn are unique and often reflect the owner's per-

Often people will be willing to "pay a little more"
at a certain inn because something alwut its atmosphere appeals

In a situation like this, it is .hard to figure a "fair" price.

Set prices that are close to those of shK;I;f iqns. 1f customer demand

is really M gh or really low, change your prices accordingly.

. [
!

What's Your Break-Even Point?

>

Another key to wise pricing is to charge enough money to cover your

time and effort and your costs and expenses.

You can find out how nmch

it costs to run your ipn,by keeping simple but detailed records of all

your spending and income.

In the inn business therg is a delicate point at which the inn's

~

L]
L4

income’ (revenue) exactly meets all costs but does not leave a single

extra penny for profit.. This is the break-even point.

Knowing your

break-even point will help you set your rates and decifle whether you can

. . . © .
, add another washing machine or give your employees a salary 1ncrease.

-

Q

ERIC

Aruitoxt provided by Eic:

"you rented last year.

.

Here are some of the facts that contribute to your break-even point.

Fixed expenses: This is the money you have to pay out, whether

you have one guest or 100. It includes interest on your loan,

salaries, utilities, etc.

Variable expenses: These costs will vary, depending on the

number of-guests you have. They include laundry, guest robpm

supplies, food, and similar items.

Occupancy rate: This réfers to the average number of rooms that °

are filled at any one time. If you have ten rooms and rent

five,\youygoccupancy rate for that night is 50%. For a yearly
rate, multiply the number of rooms available by the number of

days you are open duriag thekyear. ngure out how #any rooms
; Then calculate the percentage of rooms

rented to rooms available.

19|
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Aruitoxt provided by Eic
.

*

invest in more furniture or other "improvements.' .

‘so you won't have to keep on raising prices (and upsetting your custo-

Suppose you have ten rooms in your inn and an occupancy rate of 50%.

(This means you rent an avereée of five rooms every night.) If you need
to make $200 a day just to cover all your costs, you will have to charge

an average of $40 per room per day to "break even."

$0/room x 5 rented rooms/day = $200-

.

How Much Profit Do You Want?- . . ’ .

Obviously, you will want your inn to do more than break even. You
will want to make a profit. This means you'll have to charge more than
your "break-even price."

Don't be afraid to allow for a decent %rofit. Take ino account the
money, time, and €tfort you put into your business. Remember that you'll

need a salary and will have to pay income taxes. You may also want to

- 14

r ’ -
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Things That Make Prices Go Up

4

<
’
~

You can set a h1gher price if you think the price you'settled on

won t last long If the state of the economy is such that expenses are = -

» -
constantly going up, you should consider adding more to your prices now %

mers) later. -
] ‘ . 2
You can set a higher price if you are unique--if you are the only .
inn of your kind in the area or if you provide speéial services. This

is because you will probably have to put 1n more t1me and efforb in

order to get ghe job done.

’

You can~set a h1gher price if your operatlng expenses go up. Fo

. example, as the price of energy goes up, so w111 your utility bills.

v,
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You can set higher room rates if you need'to.hire more\employees to

‘ assist you in your business.
4
4 > . -
> . . ' ‘ )
4 . Things That Make Prices Go Down . -
L] /;\: . - .
, You may consider charging less than you calgulated if there are many

-
inns similar to yours in the area. You will be using your lower prices

to attract and bring in customers.

- 3
D

,
d \ o

".  You can charge iess if you décide you don't want your business to
expand at a fast rate. If you 11ke things the way they are and a large

profit is not absolutely essential for you, you may lower your prices or

"~

- keep them at the same level.
¥ |

) If you enjoy work;ng/w1th a partlcular kind of customer, you might

ot charge less to get those clients to come to your inn.(for example, foreign

tourists). ‘ '

. . ¢ . . . ’ . b
You may lower your prices if your operating expenses go down or if

you can figure out an especially efficient way ogﬁproviding your service.

~
-

Summary ’ i .
¢ ) .
] Pricing is‘mostly a matter oﬁ f1nd1ng the rlght balance between your
costs and your competition's prlces-—and still’ mak1ng a fair profit.
—There are many factors to take into account when you are ‘setting prices.
. You will lose your customers if your prices are too high. -On the other
hand, if your prices.are too iow, ;our profit may be too low for you to

« stay in business long. Seﬂ%ing prices is-a very delicate part of a

successful innkeeping business, . -

. . AN
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Individual Activities

Learning Activities

1.

2.

3.

What does the term "break-even point" mean?

i
Y

¥

A
~——

Name and define the two kinds of expenses that you will have-in

running your inn. -

.

Describe four situations in which you might consider reducing the

C price of your rooms or keeping them at the same level, andiﬁhy.

/
Name as nu‘g:’:easons as you can that might make your prices go up.

7

Discussion Questions

1.

‘

List and discuss
owner might have

4

.

the expenses (necessary
that will affect his or
>

e

.

s

and unnecessary) an inn

her profits,

‘

R
53
\
-

[ 3
~

2;;/Take a good look

at all the factors Jerry and Lynn took into

~ rooms.

consideration when they were deciding the(prices to charge for their
-4 *

Can you think of afy other facts they should have included?
Think about the type of inn you would like to open and the services

you would provide. List all the tgéngs you should find out and take

into consideration in deciding what prices to charge.

N

.
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Group Activity

3
v Kj

Study three hotels, motels, or %nns in your area. Pick ones you

' ; ey g s ¥ .
know personally or ones you see described in travel-guides, newspapers,

& .
or the Yellow Pages. Find-out their room prices if you can. Compare

the thrée businesses and write a list of reasons why you think each

!

.#ould charge more or less than the others. Heré are some things to

3
[y

- . .
consider: .

1Y location; .o

2) rmumber’ of beds in the room;
3) TV and telephone provided;
4) private bathrooms; and o

5) swimming pool or othbr "extras."
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T Advertising and Selling '
3

4

d

‘Goal: To help you learn ways to advertise your inn and
. bring customers in.

.

Objective 1l: List some of the ways you can
effectively advertise your inn.

~

, Objective 2: Design a printed ad for your imn.

1
=
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WORD OF MOUTH
t

ﬁ\ - . . Y
The location of ‘the Bed and Breakfast Inn, with all the
restaurants, night life, stores, and*historical attractions .
in the area, made it perfect for attacting tourists. "We
knew once we opened we'd be able to get the tourist busi-
ness. - We're right on the beaten track, and we just knew if |
we could get people here once, they'd come baek. But our

biggest worry was getting the wrong kinds of guests--people
we really wouldn t want to share our house with." !

Unlike many‘other hotels, motels, and inns in the area,
Jerry and Lynn do not go out of their way to advertise the
inn. They thought about putting ads in the local papers
and guidebooks but decided against it; they also con-
sidered hanging a sign outside their inn but decided

% apainst that'too. Instead, they hung only a small bronze
plate with the name of the inn. .

"Our name and address are listed in the Yellow Pages,
and sometiiies if the other inns are full, they'll send
guests here. We don't buy advertising, but we consider our
guests the best advertising there-is. If they're happy,
they'll talk about ws and send their friends here. And
they' 11 come back themselves. Most .of dur guests find out
about us by this word-of~mouth.approach. .

"Once the people are here, well, that's a dlfferent T
story. We've designed and printed a small brochure telling
about the inn and the area, our prices, and the rules of *
the house. We don't take pets, and there's “no clgar
smoking. The brochure is available to anyone who wants
it——we keep a stack on the side table. Some people take
them as soyvenirs.  Other people take them to give to their
friends and sometimes even local travel agents: .Our guests
end up doing most of our advertising for us.

"We've also gotten a lot of publicity lately-<which is
good and bad. There was.a series of newpaper art1c1es on
local inns, and the TV stations picked up the story 1n the

6:00 news. So people are ‘starting to hEar about us.'

. A
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Aruitoxt provided by Eic:

Advertising and Selling

3

:,‘ it » .
Every business needs customers. Until you have a numbér of ‘steady
' custémers, you may need to spend a lot of time, energy, and money just ’ .

-

getting the word out.

Fi;&ing Qut What Needs to be Done ‘

< -

-

Unlike the Bed and Breakfast Inn, most Lnns do advertise.

= )

Advertising is a way of telling people about what you can do for them. .
Of course, the very best form of advertlslng is by word of mouth.. But
people will start really talking about.you and referring friends only
after your business’ and your reputatlon are estabhshed. The purpose of . .
advertising is to attract guests. Advertls1ng tells people why they

would like your inn and/why they should choose.yours instead of your

competitor's. . - ‘ ) o

-
e

” - v -

o .
Public relations includes all your dealings with the public¢ and the

1mpre381ons you and your inn make, It i§:sometimes égi}éd goodwill and ' -
'1nc1udes word-of-month advertising. [There are ;Igo:many people writiné
books, and art1c1es ‘about local inns.. This-publicity is done by someone
else—-and 1is an extra: Meanwhile, you and your employees shonld be -
working all the t{me,oﬁ public relatlgns.' By advert581ng your inn well
and- having good public relations, you can market your "product"

successfully.

What Kind? Where? ’ ’ ‘ .

-

What are the most effective ways to advertise your inn? Like any . ‘

other business, you have to advertise where the action is. Take a good

- -~
~
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JAFuiToxt Provided by ERIC

1

*5

lodk'at'§ourse1f, your inn, and your guests. Then ask yourself these
questions., ' '

What kind of image do I want my inn" to have?
How is my inn different from my competition? ‘
Who are my customers, and what. are their tastes?

Why do they choose my inn?

L
.

A really good advertising campaign can be very expensive. But you
can substitute ﬁmaginatifg/iﬂd good public relations for lots of money..
The first thing to do i fo find out what your guests probably read ‘and

listen to before you decide on the best way to advertise.

.

. 4 . .
Here are a few ways you c¢an -advertise your inn. -
i ., ‘ J’

The Yellow Pages. Your local Yellow Pages is oneJof:the first

.

places people will turn to when they are looking for a place éo s;ay;
Many inns are listed in more than one telephone book. How much an ad in
the Yellow Pages costs depends on how big yeur ad is and how big the

-»

city is.

Ads in tourist guides and newspapers are sometimes used to attract

guestsi: Prices will vary depending on the circulation of.the publica-
‘tion and the sizé of your ad. Thégé ads-reach a lot of people. And

given the number of people you reach, the cost is relatively inexpensive., |,

a - 1

"Direct mail advertising and brochures are other ways ofitadvertising

’ g
your inn. Well-designed direct mail advertising about you and your inn

can do a large part of your selling job for you. The most effective

. direct mail advertising comes from having a good mailing list. ¢

s

-

Developing a list of. your guests is one of the keys to success in
- the innkeeping bugfness. When guests stay at your inn, be sure to get
thei£ names and addresses. Then, when you add‘a new service (like a
'testaurant), you have a mumber of people you can cont;ct who already
know you. This list is invaluable,.since people who hav@ stayed at your

inn once,will be interested in what you have to offer.

~ ’
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You can,also put brochures in the lobby of youf inn, Your customers
will often take them home and pass ‘them out on their own. You may want
to include some artwork to get people's attention..

quallty paper, printing, and design. If your printed advertising looks

cheap and_sloppy, your guests may reach the same concluslon about your
imn. ‘ ‘

‘
-
©

Goodwill means getting people to feel good about your 'inn, It may

Use only the finest

)

be the engraved matchbooks and other gifts you offer your guests, a free

travel lecture you give to a local group, or a donation you give to-

charity. It is the thing that makes people think of you when a friend

asks them about a good place to stay. -

-

- 3 * ’ - <
Eveéyone who uses goodwill--those unexpected special touches--as
part of their advertising does it differently. Sometimes it doesn't
seem as if the’effort that 'goes into goodwill bgings-any results., But

it does.

Your special touchés will help people remember ypu vhen they
are in need of your services again. Thése special.touchea may also
bring your inn to the attention of the news media, journalists, and
travel guide authors who may be doing a story on "the best places to
stay” in your-city.
- N

In addltlon...Two of the most effective bu31ness-getters for your
inn are (a) its external appearance, and (b)_ word-of-mouth advertising.
They wjll probablx‘brlng in more guests than a11 your other advertising
effort4 combined., If the appearance of your inn is unattractive and
your gu€sts don't "spread the word," your best advertising efforts might
be for nothing., To be sure, paid advertlslng will help br1ng in ;

However, your inn's appearance and the voices of satisfied

x

business.

guests really\have the. most to do with making your inn successful¥—

P W —
§ar

"
.
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Qualitieé of a.Good Ad

- )
-~ .

Here are ideas for writing a good ad. ) )

® Make your ads simﬁle, informative, and truthful, as well as
attractive and 7Idlaginative.

® -Make. your ads easy to recognize. Give your ads a consistent

personality and style. For example, 'design your own logo.

e Use illustrations and pictures to tell people about your inn and

- the yrvicés you provide for your guests. -
e Show the reader the benefits of coming t6 your inn. People want

to know, "What's in it for me?"

°

e Use action words to encourage customers to call you--right away.
A printed ad should have these parts: (1) headlinej (2) illustration;
(3) copy (the text); (4) layout (how it looks: on the pagé); and

(5) identification (the business' name, address, .and phone number).

'
~

Sumar

.

However you choose to advertise your inn, your adve%tising campaign
should be well planned, distinctive, and consistent with the image of
your inn. Word-of-mouth advertising from satisified customers is espe--

cially important in this business. \

N
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i

Individual Activities . ' .

1l

.
.

List at least four qualities of a good ad. - : .

. .

Think about the kind of inn you would like to open. Design |a 1a}ge
ad to put in the Yellow Pages. Include-all the informgtion fhat you
would want to put in;o your'ad. Even if the artwork is jnot perfect,

draw a sketch to show your ideas.

x '
- . 3

Match the advertising medium on the right with the phrase best

N
describing it. = ’ ;o -

‘ !

Most effective form of ~ A. Travel guide

advertising for inns -

______ Good for reaching people B. Goodwill
" who are alreé&y in need
« _of your service ‘ q=' Newspaper
- Effectiveness is often . " ’ ;
' indireet and not obvious D. Word of mouth : \\\\\\.

~ . -

.

Discussion’ Questions

1.

B ~

"‘Read the section on "goodwill." Brainstorm ideas for spreading the:

word about your inn thatAsould come under R?is heading.

Brainstorm and list examples of advertising techniques that can be
used to tell people about an inn such as special services, magazine

articles, and photographs. s

o 64
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3. Why did Jerry and Lynn decide not to advertise their inn? Do you
A .
think this was a wise decision?
. ) ) -
b . . / (
e Group Activity ) C . . o, -
» ’ ,
Find one or more ads for inns in theé newspaper or, Yellow Pages. If
you can't find any ads for inms, find a few for hotels or motels. Look -
' at the themes used to attract guests. Are they effective? What about
" « . the narrative, illustrations, and layout? Analyze the ads and choose a_

"good"‘an‘d a "bad" one. Show your choikes to the class, and suggest

ways the ads can be improved.

I

Q . .

,
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S / N
. Keeping Financial Records ~

!

-~

your inn. )7

Objective 1: Fill out a room receipt or a bill for
‘ i a guest. ¢
Objective 2: Fill out‘a daily ca¢h sheet that
v records money coming in and going out of your
business.

+
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Goal: To help you learn how to keep financial records for
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’

DAILY RECQRDS °

.
«.ﬂ ,"' - ’

Service is the name of the game, but Jerry and Lynn
soon found that bookkeeping wds just as important.  Jerry's
brother helped them set up a good bookkeeping system, but
there were still many.detadls to be concgfned about.

»

* "Jhen spmeone makess a reservation we sask for a credit

-card
"lose
it's
been

number; then if vthe person doesn't show up, we won't
’ P P,

too much
also the

gmoneﬁT The credj
guest,"s guarantee

card is our guarantee, but
hat the reservation has

made and ;hat'we'wilf keep.a place for him or her.

3

v

'"Whed’axgugst cﬁécks out, we fill out a very detailed
feceipt. We list all additional charges--like parking and
te lephone calls--and add them to the room charges: We glso
#rite down how muchytax is charged.” Then we keep a copy
and give the gheost“Opy. All inns and hotels use a ’.
system like this. -

"Je look at these records every day and fill out &,
daily cash sheet, which lists the money we took in from our
guests and the money we paid-outs in bills. If you just go

ERIC

by the daily cash sheet-it can look pretty bad, because

» some days we pay more for bills than we take in. That's
when we start biting-out nails. But when we add these .
sheets up each mohth-and“at the end of the year, we get the
big picturg, and things usually look much better." .

P

N ' s

>
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’ » Keeping Financial Records
v -
< Keeping-financial records is a must for any.business. You need a
, ‘ clear way. to keep track éf.your income—dnd, expenses. Good recordkeeping
- ' will help you plan and &anage your i&ﬁ intelligently and spot. probléms
. quickly« ) : . -
; ' o _ )
, L o« 3, «
Collecting the Money
' When a guest checks out of the inn, you shéulq fill out a receipt
for the money paid and give the guest a copyI‘.Guest receipts should be
itemized. That means.that you should write down the reasons for etﬁyy
charge such as parking, telephoné calls, laundry, etc. Here is part of
‘ a sample- guest receipt: ’ ’
~ . ¢ Qf‘ -
s N [ =
’ ~ ) B 3
GUEST RECEIPT .\ \ .
- . . . ) K \o - '
Guests's Name ° . coe oo
' Arrive ‘Depart No. Days Rate
© ' . . o N ’
N ,\\ 5 - , v N —
- 0 Item » ’ Charge Tax Total .
- ¢ ’ N - - -~
f. « ‘
N " " \ " .
s GRAND TOTAL : .
Qo % L

ERIC: - - g
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Some inns ask guests to put a deposit on their room in advance.
This amount is then subtracted "¥rom the total bill Vhen the gJest checks
out., Other inns may wait until the guest is ready to check out before
they ask fér payment., You may consider setting up a credit account for
your very regular guests. Giving credit means that your guests don't~
have to pay at the end of each stay. Instead, you agree to keep a

record and send them a bill later.

To Give or Not to Give Credit: Credit Cards S~ .

©

1f you're just starting out in your innkeeping business, you should
make some arrangements with'the mﬁjor credit card companies such as
American Express, Visa, or MasterCard. This way, your guests 'can pay
for their rooms with their credit cards, and you won't be responsible
for handling a lot of cash or sending out bills. Credit card codpanies
screen appllcants, prov1de cards, and take responsibility for billing
the custgmer. The maJor credit card companies '"guarantee' payment of
bills. This means the credit card company will pay the bill in full
whether or not the customer has paid the company. The advantages of
this credit system are that: (1) it is a convenient service for the
customer; (2) it reduces your risk of giving credit; and (3) your money

’

is not tied up in debte arfid unpaid bills.
Many inns, motels, and hotels will use credit cards “to "guarantee'
reservations. This way, when guests with reskérvations fail to show up,

you won't be stuck with empty rooms and no profit. To participate in a

hajor credit card plan, you usually have to pay the credit company a

percentage (usually 3%-4%) of all charged sales. In return, however,

you get many benefits.
*

.

Easy Come, Easy Go: The Daily Cash Sheet -
) v

Hopefully, you will be receiving money every day that you are open.

Many people will .pay with a personal check or traveler's checks (cash)
75
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when they leave the inn. Credit card companies and individuals will be

sending ‘you checks in the mail to cover bills receive
. . 4

month.

~

d during the past

Keeping a daily record means that yot'll know exactly what is

going on. in your business. - -

.

-

.

v

/

You will also have to pay your bills. While you may not do this

every day, you will be doing it throughb&t the month. Your teieghone

" bill may be due on one day, your gas and electric bill on another, and

your lauﬁdry bill on yet another. - °

%
e .

A daily cash sheet like this can be used to keep track of the money

coming into and going ,out of your business every day.

This form has

been filled out for you so you can see how Jerry and Lynn keep track of

their cash flow at the Bed and Breakfast Inn.

LY

DAILY CASH SHEET

Cash Receipts

Cash Payments

-

Cash Sales

Credit Sales

TOTAL .
CASH RECEIPTS - $310.00 CASH PAYMENTS

$125.00 Salaries '

185.00 Building Expenses
Equipment and Furniture
.Supp;ies
Advertising
Telephomne

N Garbage
Other

TOTAL

$400.00¢
163.00
57 lw

-

179.43
42.75

$842.18

X'

As you can see, on this particular day Jerry and 'Lymn paid out more than
‘ ’

they took in.g But remember, the phone and garbage colléction bills come

only once a month. What matters is the cash left over at the end of the

month.

-
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¢

To fill out this form, you add up all the money you received in a
. day--the currency and checks from current guests anda the checks received
‘ from past credit sales. Enter these figures on the form. Thén‘look at -
the bills you paid out that day to the utility company, business sup-
plies, laundry, etc., and add these up. "y
Daily cash sheets can be gdded up monthly and yearly. These figures
are used‘Eo help fill out,the profit/loss statement and the balance
sﬁeet. We will_des&ribe.prbfit/loss statements in the next unit. If
you do go into business for yourself, get the advice of an accountant
about how to complete a balance sheet. '
b S -
You probably know that there -is much more to keeping records than
this. You also have to complete employee records, p;&rolls, income

forms, and others. Keeping records--rather than making your,Klife
]

harder--is supposed to make it easier. .

3

‘ Summafz ’

N
Keeping good financial records is aﬁfimportant part of owning and
operating an inn. Your bookkeeping system wil{ be based on your guest
recéipts and bills. Keeping daily records of your income and expenses
will show where you are spending money and how much you are takiﬂé in —
and will help you plan for the success of your inn.

»




\ : Learting Activities
’ \

\

~

Individual Activities

’

. 1. Using this information, fill ou’t.the following daily cash sheet:
Cash Sales: Dr. Goldberg...... $91.00
HAmy Johnson....... $90.00 + $1.85 telephone .
oy + $12.79 laundry ’ -
Leo Roberts....... $180.00 + $13.50 -parking
+ $22.85 telephone .
\ , .
Sally Newcombe (bakery goods)....$300.00
Wholesale Office Supplies.eess.se$125.91

* Payments:

N ' Telephone COMPAnY..eeesesoseossssd 80343 ¢
Laundry...........000.0000.0000..$150000
Flower Shop. o0 ..0 ® 0 0 000 0 00 k“/. L N 00$ 270 90

78
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. DAILY CASH, SHEET

Cash Receipts

Cash Payments
Cash Sales’ Salaries ‘
Credit Sales _ ‘ Building Expenses -
Equipment and Furniture
" Supplies
Advertising
Telephoﬁe
Garbage Collection
Food
-Laundry
Utilities
N ’ Flower Shop a
— Other
TOTAL CASH RECEIPTS __ TOfAL éASH PAYMENTS

a

BN EEEREEEN

T
- -

2. Why should you itemize all expenses on a guest's receipt?
o . -
3. Fill oGt the guest receipt in this unit for TLm and Ann Adams, who

%
"stayed three days in Room 1 at a rate of $95.00 a day. "They arrived

on June 6 and left on June 9. The tax rate (for the room only) is
6%Z. Include the-following items: - . ' -
Parking (three nights).)&..........J..... $13.50

Laundry and drycleaning..ecesevsvsssssses $ 6.75
Telephpne.calls......:....,.......é:....: $h1.00

.

~

+

Discussion Questions -

-
-

1. More and more people eXpect businesses to accept credit cards or
. . 3 ’. . 3 ’ -.
give them credit accounts. Some claim it is "easier" for them to

write one check at the end pf the month. Others éay that they are
&

79 74 PR,
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"short of cash." Discuss the advantages and disadvantages of having

lots of credit accounts. .
‘ t
&
2. What are the reasons why it is important to keep good financial

P
records?

&~

N

- 3. What are the benefits of completing a cash sh#et on a daily basis?

Why do you think some businesses don't do this?. .

’

= - »

Group Activity

) <l
. . R @
Business owners are always making decisions about how to chagge
their businesses to maké them more successful. Make a list of ways_an
innkeeper could change his or her business depending on its financial
condition. (For eXample, if there was lots of business, the innkeeper

might want to hire more employees,) Use two columns for your list—-

changes to make if the business is doing well and changes to make if the

business is doing poorly. Discuss how good financial records will help

s on . K
the innkeeper make these decisions.

~J
Ct

i
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UNIT 9
‘ Keeping Your Business Successful
t
]
° N i
A ®
Goal: To help you learn how to'keep your inn 'in the ‘
black." /* -
- Objective 1: Figure out the net profit, profit
’ ratio, and expense ratio for an inn.
3
& Objective 2: Describe at least one way to increase ———— --—--
“your profits. ’
Objective 3: Suggest a way to change your business
‘ to increase sales and attract more guests. \w
#
= -
1 3
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JERRY AND LYNN ARE SATISFIED

When the first year was over, Jerry and Lynn took
stock. Financially, the Bed and Breakfast Inn did fairly
well. But the nongtop work had been a terrible shock, and
Jerry~was tempted to sell out. Lynn's coq}gfihgad
prevailed, ‘ LA )

The second year was better. Room rates were increased
by 5%, but this.didh't seem to hurt business. Their occu-
pancy rate was higher, so they took in more money. The
second year they didn't have the major expense of fixing
. and remodeling the building. They had taken care of that
| in-the—first—yearg And as they got more organized, things
went more smoothly. .

v
e

"We think it's part of ocur job t; make staying here an
experience for our guests. We feel we are welcoming people
. .into our home." “Most of the Bed and Breakfast Inn guests

respond in kind, and Jerry and Lynn take great pleasure in
them. :

4

»

Occasionally, guests are rude and full of orders such
as,"Send somedne for my bags." -This upsets Jerry and
Lynn. But most of their guests are very satisified with
_the inn and take the t#me to compliment Jerry and Lynn.
The pleasure they get from serving their guests makes all

" the work and fihancial insecurity worthwhile.

Jerry and Lynn look forward to a time when they can
afford a larger staff so they can be free to spend more
time with their guests. Lynn would also like to add a
restaurant service to the inn. That will come later.

s ‘

+
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Keeping "Your Business Successful

Every business owner wants to be successful. This is obvious. But

. y
how to be successful 1s not always obvious.

Profit/Loss Statement
) *
To look at your income and expenses over the whole ygar, you need a,
prbfit/loss (P/L)=statement. The P/L statefent shows how much your
uests paid you over the year (revenues). It shows you the cgsts of
guests paid y ey ’ ) ws y 9 ,
goods sold to your guests (in this case, food) and how much you spent on
operating expenses. To find out how much your business made, you have

.

to figure out your net profit. Net profit is the money left over .after

a

you've paid all your expenses and bills. .

Net Profit = Revenues - Costs and Expenses; or
Gross Profit - Expenses

»

You also need- to know what percent of your business ended up as
profit and what percent went to éxpenses. Usé these formulas to figure
out your profit and expense ratios: X

— . : o

Net Profit ) Exgensé
= ot JTOTIL . Expense Ratio = S
Revenues <:;Revenues

Here is a two-year P/L statement for the Bed and Breakfast Inn.

Profit Ratio




. )/ TWO-YEAR PROFIT/LOSS STATEMENT ' ‘

. ’ Year 2 Year 3
$ % ] $ %
Revenues i . $95,000 -~ 100% $103,000  100%
Costs of Goods éold 9,500 ) 10,300
Gross Profit $85,500 $ 92,700
Expenses -~ -
Salaries ] ( 21,000 . 23,000
Utilities’ , 6,250 - 8,000
ﬂaintenance and . )
Repairs 3,000 3,200
Laundry 3,000 3,000
Supplies ) 2,000 2,500
Advertising N 1,500 1,880
- Insurance . 2,500 ' . 2,700
Payment on Loan Debt 30,000 . 30,000
Other ‘ 2,000 4,000
. TOTAL ’ 71,250 75% 78,280 76%
Net Profit . $14,250 15% $ 1&,%29 147%
- ’

The-Bed and Breakfast Inn's profit for Year 2 was $14,250; for Year

3 it was $14,420. The profit and expense ratios for Years 2 and 3, were:
- °

. ; . JYear 2 Year 3 . :
, Net Profit  $14,250 $ 14,420
Profit Ratio = Rewenues = $95,000 = 15%; $103,000 = 14%
, .Expenses $71,250 $ 78,280
- Expense Ratio = Revenues = $95,000 = 75%; $103,000 = 76%

> o~ ~

- 7

As you can see, the  Bed and Breakfadt Inn brought in slightly more profit
dollars in Year 3 than'in Year 2. However, its espense ratio was higher
than in Year é. This meant Fhat Jerry and Lynn spent a greatér percen-
tage of their revenues on expenses in Year 3 than they did in Year 2.
1f thex<had(ggpt their'expense ratio at 75%, they would have made even

, L e

more profit in Year 3. .

%
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How to Improve Your Profits

¢ | o

There are several ways you can improve your profits in your busi-

’

ness. You can increase your number of guests; raise your prices; reduce

your expenses; or expand your business. Each one of these takes a lot
of thinking and, often, some risks. You must find out where you are
having problems before yéh can decide what to do. »
'- 4
Increasihg the number of guests may mean more work for you, more . .
employefs, and more adveftising. Ask how your guests le? ed about
your inn so you can put more money into the kinds of advertiying that

\

h been most successful,

N e

It would seem that raising prices would be the quickest and easiest
way to raise your profits. But it's not always that easy. If you sud-
denly become more expen{}ve than youtr competitors, you may find the

number of guests droppiné off.

. .
\ .

To reduce expenses, look at e:ach expense and decide where you can N .
"eut corners' without lowering the quality of your inn. Wheﬂ you start
thinki;g about ways to lower expenses, here are some questions you can
ask. - ) ’ Y

1. Can you offer lower wages without hurting the quality of service

you are giving? Can you idcrease the respdnsibilitie; of the
employees you have so you won't need to hire more? -

2. Can you cut costs of food and supplies? Can you find suppliers

~ ~Sho will give you better prices? ' . * (f)

N\}. Are your advertising methods cost-effective? Are these efforts

bringing in guests? R . s L .
4. Are there any ways you can cut down on electricity, gas, and
pthE_égiis? Are you wasting gasoline or water?

5. 1Is there any way you can do some of the bookkeeping work

yourself instead of using a bookkeeper? -

- . 86
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& JExpanding Your Services
pa g i

Many inns f1nd that the best way to increase sales- (and_profits)_is
to offer new services. Find out what else your customers want and then
figure out what you can do, and if you can afford to do it. Adding more..
services for customers (like airport liyousine service) is one way of

/ expanding your business and providing the type of personal}zed service

that will bring guests in. .

If you find yourself turning away guests bedause the inn is full,
you may want to consider expanding. You may add more rooms (if the
. zoning laws allow it). Or you may even invest tn a second inn: If you
increase the number of rooms, you will also increase the work 18ad. And

“ 1
the larger your inn grows, the less you will be able to supervise all

details. You'will‘jave to consider hiring more employees and even_a

"manager."
‘ /
' You should make the decision to expand your inn very carefully.
. Before you act, take a close look at how much you like the innkeeping
_ business, the type of image and personality you want for your inn, and

the future plans you have for your business.

Summary

\

-

You can calculate your buginess profits and compare them year to
year by recording your income ang expenses on a profit/loss statement,
To increase profits you can try to increase your sales, raise prices,
reduce your expenses, or expand your business.

- .

Tdﬁay, more than everLJprlce-consc1ous tr‘;elers are planning care—
- fully and holding back 6n. dec131ons ‘to spend mOney until they find the
~ o rlght spot for them. But an efficient and imaginative inn owner who is
in touch with.guests' needs and tastes can be successful. By maintain-

ing a d1st1nct1ve image and a reputation for quality service, an inn can

‘ always attract guests who are looking for that '"someplace spec1a1" to
stay. o ° .
87
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Learning Activities

Individual Activities

LR

Define, the terms net profit, profit ratio, and expense ratio.

Ve N L 4
. -
2a. Jerry & Lynn's inn had revenuestﬁ $200,000 in Year 4., Their costs
of- goods sold were $20,000.. Their operating expenses were $148,000.

Fill out their shortened P/L statement below for Year 4.

Year 4 ™

$

Revgnues
Cost of Goods Sold

Gross Profit

Expenses ‘ 1

Net Profit

i

In which year were revenues highest-;Years 2, 3,
In which year was net profit highest? .

in which year was the profit ratio highest?
Which was the best year? ) ’ ¥i¥

-

.

3. . What are the advantages and igsadvantages of raising your prices to

increas® your revenues? - |

3

4. What are the advantages and disadvantages of lowering your prices to

increase your- sales? .

-
.




S Discussion Questions

-
P
.
- v - .
. & o -
5

1. Many inn owners do not want to "go big."

They don't want to take in

' . i ’ . .
more guests or hire more people. Can you gilve some reasons for this?

2. List as many reasons as you can why sales and profit in the innkeep-
»

ing business might decline.

~ . ; \ ¢ '
J - N

Group Activity W

o \ . -~ .
' S

As a class, list at least'15 different activities that you would

have to do if youfwere theaowner or were going to be the owner of an

.~

inn. Here are some examples to ’get you started.

<

Ca11 the telephone company to get hooked up .
Check out several places for the best locatlon
Intqrv1ew people to hlye ., , s

Qfg;r pabe; and supplies

.

.
v“ . ’ : ¢
N - s ‘

After you have your list,

see:how you feel about doing each .

act1v1ty

Give yourself 3 points if you enJoy d01ng that activity,.

points if you wouldn t mind doing 1t, 1 point if you would do it but

wouldn't 11ke,1t

. 4

There are no
doesn't "win."

an inn might be

, e
& . N
. .

and 0 if you w0u1dn t do it, no matter what!’

’

"eorrect" answers. And the person with the most points
e N
It is an,exercise for you tqgfee if owning and operating _ -,

” -

for you. ) T

R

- i v

}
o
L
o]
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Aruitoxt provided by Eic:

This module has described the responsibilities of

owning an inn. To start an inn, you'need to do lotg of

planning. First you have to be sure that owning a small
/

business is right for you. Then you have to decide what

services to offer, how to compete, and what legal require-

ments to meet. - \u/ )

To pick a good location, you have to find 'out if cus-
tomers would use your inn. Then you ‘have to get money to
start. That means showing a banker that your‘idea is' a

good one.

-
-

3
Being in charge means dividing the work and hiring good
workers. Then you must keep track of jobs to be done and

who will do them.

.
Fe .

Set%ing prices means figuring out the lowest price you
cat charge and also the highest price. To do this, you
need informagion on your expensges and on your competition's
p;ices. . )

Advertising and selling are the w%yo you get‘'customers.
The good thing; your business does in town are called good-
will., These are all 1mportaﬁt ways to help your b081ness
succeed.. ‘e

.
-

You should keep good financial records so you will know
how the business is doing. Then you can decide if ‘'you ‘can

’ .
expand your business or if you need to cut it ‘back.




. ’
c ~

Wi

In order té own and operate a successful inn, you need
training, work experience, and the special business manage-
P ment skills we have cbvered in this module. If you have
not had a course in hotel administration, you should take “(\;
one before deciding to own an inn., You can learn business
management skills through busingss classes, experience, or
by using the advice and example of an expert.
)
X You may nt make a lot of money by owning an inn.
However, you will have the personal satisfaction of being
. responsible for your business and making your own deci-
" s sions. Think”about how important thes .thihgs are to you

in considering whether you should start your own inn.

L3
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‘7 1. .Which statement is most true? ¢ )
a. %ost inns are like hotels but are smaller.
b.. Inns p%ovide unique services not found in hotels. .
c. Inns are relatively inexpensiv; businesses to
sta;t.
’ d. 1Ipns are so specialized that there is usually -
iﬁttle or no competition. ,
. . ( ) ’
: 7 2. Which of the following is probably the most impor tant :
N “factor in the success of an i;nl , -, - o
» a. Re@ecorating the interior of the inn,
‘ ’ b. Having a degree in hotel administration > .
c. Locating the inn in‘a majox city ° " :
d. Giving quality service and personal attention )
'
. 3. Which of the following statements is false?
a. If you open an inn, you may.be required tg get a
kﬁ ’ business liggnse. ‘ ' o '

b. If you serve food,'you'll need a health permit. /

v ’

[y

. .
c. If your inn is a private home, you can open it
. 3 . v, :
without a license. i~

. 2
- LI

R 4. List two things to think about when choosing a ‘loca- »

. . tion for your inmm.
[} ! LR « 4 ~ -]
< . - 2 . . ﬂ n
. - .
Y - b.
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Aruitoxt provided by Eic:

;o

- The best location fgr an inn

.a. 1s on a busy street.

b4 1is in an’ out—of-the-way spot. .

. you want.
. Is

£ N . .
Which of‘thg following do you need to include in your
business description to get money .from the bank?

a.’ Your training and experience in innkeeping

b. The amount of money you have to invest

c. The ways you plan to attract guests -

s .
Which of the following would you néed to include in’

your statemefit of financial need?
a. How mqsh you made on your last job
b. How much your parents make

- re "

c. How much money your friends will invest in your
. &
business - '
L 4

%hich anormatipn would you need to include on a jo
description? . . N e
a. Duties and hours

b. Desired age and sex of employee,

¢. Directions to the office -
) . .
i

List three types of Supplies.neeaed by an inn.

F
a. ’ . - .
- v
b, 3
R ~ v
. .
CO 3
) C - .
. * ” 2

. >, Y

. b3
. Describe Fwo(types,of inventory control qysteTs.

8.4 ! ¢ .

.b R ' p\

)
c. depends on the type of inn you have and the guests

»




J
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11.

12l

-

List three fac'tors/;ou should consider when setting -
prices for your inn. )
a.

b,

- Lo

Which of th\? following would be counted as operating
expenses? . ., )

a. The bills.that guests haven't paid -7
b. Your employees' salaries

¢. A much-needed vaqagion for you . <
Liét five ways of advertising your inn.
a. : .

bl

C. E ’ e 4

dl

e.

.

Which of the following is the best advice. for /f
M Al

designin. a newspaper ad for. your;inn? . .
. 14

- a. Use a "catchy'™ slogan o

b. Give a full list of room rates’ ‘ -
c. Change your illustrations every week

d. erte five paragraphs on why you re~tl3e best

[ S

-

_Whlch of the follwlng would not appear on an itemized

bill from an‘inn? . N i »
a; Food ‘ ‘ .
b." Parking ’_ .

c. ‘Telephone calls ‘ .

- d. Linens and bath soap.«

e. Roowm rental and taxes L4

n . .




16. Which of the following information does a daily cash i '
] o ¥

B
v

sheet include? ) < N

S

a. Cash sales and payments

¢« .b. .Cash sales, paymengs, and profits
¢. Cash sales, payments, and debts -

d. Cash sales, payménts,'profits, and debts

|~ ___+ 17. Maria's records for last year show total revenues of L e A
) $150,000, gross profit of $135,000, and total expenses’
’// o of'$112,560. Compute the following: Co
" a. Net profit = § : ‘ .

+ b, Profit ratio = %

g -

€ co. Expense ratio = % .
. .

18. Which statement is most true?

a. Reducing your expenses is one-way to increase your ‘ .
N . . N .

j, profits. . _ ‘ ’
. :

)

. 3 ."~ 3 ) ¢
_b. Raising your prices one way to increase your
volume of sales. . ‘

K c. Lowering your.prices is one way to increase your N
‘ . profit, per customer. o
° . . ‘ ° ' 1
¥ L . .
N N - L r
N . ! ’ » M - 3 ¢ .
j~ 19. List two things you can do-in the 1nnkeep1ngvbgéx?ess . : <
L . ., ] *
) to increase your revenues._ :
a. .

! ‘ : b. * C * » . Y

1 .'. ’ LY
- M . -
’ - Ry
- ~ toe . * -
- "
« W
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General Module 1 - Getting Down to Business: What's It All About?
Agriculture Module 2 - Farm Equipgén: Repair .
’ /// Module 3 2~ Tree Service
1 odule 4 - Gardea Center
-— [ dule 5 -~ Fertilizer and Pesticide Service
Modile 6+ - Dalry Farming . M
"Marketing and Module 7 Apparel Store
Distribution Module 8 /z Specialty Food Store
Mo&9le,9 - Travel Agency .
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o Module 12 - Businessné;d Personal Service -
' Module 13 - Innkeép{no \_
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Office « Module 18 - Secretarial Service ' o
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